NATIONAL HOUSING BANK
New Delhi, the 10th June, 2010
The Housing Finance Companies (NHB) Directions, 201

Notification No. NHB.HFC.DIR.1/CMD/2010

Whereas the National Housing Bank had issued Hgu$imance Companies (NHB)
Directions, 2001 in respect of matters relatinguéoeptance of deposits by housing finance
companies, prudential norms for income recogniticmccounting standards, asset
classification, provision for bad and doubtful dasseapital adequacy and concentration of
credit/ investments to be observed by the housingnte companies and matters to be
included in the Auditors Report by the auditorsseich housing finance companies and
matters ancillary and incidental thereto and amérlde said Directions from time to time.

2. And whereas it is considered desirable to issuesolidated Directions incorporating
the amendments made from time to time.

3. Now therefore, the National Housing Bank ihgvconsidered it necessary in the
public interest and being satisfied that for theppse of enabling the National Housing Bank
to regulate the housing finance system of the aguntits advantage, it is necessary to give
the Directions mentioned below, hereby in exerciEthe powers conferred, by sections 30,
30A, 31 and 33 of the National Housing Bank Act874 53 of 1987) and of all the powers
enabling it in this behalf, and in supercessiontt@ aforementioned directions gives the
Directions hereinafter specified.

CHAPTER | - PRELIMINARY
Short title, commencement and applicability of theDirections

1. (1) These Directions shall be known as the Houshigance Companies (NHB)
Directions, 2010. They shall come into force frone tdate of publication in the Official
Gazette and any reference in these Directionsdaltie of commencement thereof shall be
deemed to be a reference to that date.

(2) Unless otherwise directed by the National HogsBank, these Directions except the
Directions contained in Chapter IV shall be apgileato every housing finance company
registered under section 29A of the National HogisBank Act, 1987 (53 of 1987).
Directions contained in Chapter IV shall be apgileato every auditor of a housing finance
company.

Definitions

2. (1) Inthese Directions, unless the context aties requires,

(a) “banking company” means a banking company éisetkin Section 5(c) of the Banking
Regulation Act, 1949 (10 of 1949);

(b) “breakup value” means the equity capital arsgrees as reduced by intangible assets and
revaluation reserves, divided by the number oftycgliares of the investee company;

(c) “carrying cost” means book value of the asseid interest accrued thereon but not
received,;

(d) “company” means a company as defined in Seettbh(aa) of the Reserve Bank of India
Act, 1934 (2 of 1934) but does not include a comgpahich is being wound up under any
law for the time being in force;

(e) "control" shall have the same meaning as isgasd to it under clause (c) of sub-
regulation (1) of regulation 2 of Securities andcEange Board of India (Substantial
Acquisition of Shares and Takeovers) Regulatio88,71

(f) “current investment” means an investment whiglby its nature readily realisable and is
intended to be held for not more than one year ftbendate on which such investment is
made;

(g) “deposit” shall have the same meaning as asdigp it in Section 45 | (bb) of the
Reserve Bank of India Act, 1934 (2 of 1934);

(h) “depositor” means any person who has made agitewith the housing finance company
or a heir, legal representative, administratorssignee of the depositor;

(i) “doubtful asset” means a term loan, or a leassgbt, or a hire purchase asset, or any other
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asset, which remains a substandard asset for @pexceeding two years;

Provided that with effect from March 31, 2005, “tful asset” shall mean a term loan, or a
leased asset, or a hire purchase asset, or anyastbet, which remains a sub-standard asset
for a period exceeding twelve months;

() “earning value” means the value of an equitare computed by the average of profits
after tax as reduced by the preference dividend adjdsted for extra ordinary and non
recurring items, for the immediately preceding ¢hyears and further divided by the number
of equity shares of the investee company and deggithat the following rate:-
(i) in case of predominantly manufacturing compagight percent;
(ii) in case of predominantly trading company, pemcent; and
(i) in case of any other company, including a Kimg Finance Company, twelve
percent;
Note: If an investee company is a loss making campéhe earning value will be
taken as zero;

(k) “ fair value” means the mean of the earningseahnd the breakup value;

() “free reserves” shall include the balance i tshare premium account, capital and
debenture redemption reserves and any other reshowen or published in the balance sheet
of the company and created through an allocatioprofits, not being (1) a reserve created
for repayment of any future liability or for depraion in assets or for bad debt or (2) a
reserve created by revaluation of the assets afahwany;

(m) “housing finance company” means a company po@ted under the Companies Act,
1956 (1 of 1956) which primarily transacts or has ame of its principal objects, the
transacting of the business of providing finanaehiwusing, whether directly or indirectly;

(n) “hybrid debt” means capital instrument whichspesses certain characteristics of equity
as well as of debt;

(o) “Innovative perpetual debt” means hybrid dislsued in accordance with the terms and
conditions stipulated in the Circular issued byidal Housing Bank in this regard.

(p) “lending public financial institutidhmeans -

(i) a public financial institution specified in ander section 4A of the Companies Act,
1956 (1 of 1956); or

(i) a State Financial Corporation or a State btdal Investment Corporation; or

(i) a scheduled commercial bank; or

(iv) the General Insurance Corporation of Indiaabbshed in pursuance of the
provisions of section 9 of the General InsurancesiBess (Nationalisation) Act,
1972 (57 of 1972); or

(v) any other Institution which the National HougiBank may, by natification, specify
in this behalf;

(q) “long term investment” means an investment othan a current investment;

(r) “loss asset” means -

(i) an asset which has been identified as losstdssthe housing finance company or
its internal or external auditor or by the Natioklusing Bank, to the extent it is not
written off by the housing finance company; and

(ii) an asset which is adversely affected by @ptal threat of non recoverability due to
any one of the following, namely:-
(@) non-availability of security, either primary collateral, in case of secured loans

and advances;

(b) erosion in value of security, either primarycotlateral, is established;
(c) insurance claim, if any, has been denied tileskin part;
(d) fraudulent act or omission on the part ofthlberower;
(e) the debt becoming time barred under Limitahat, 1963 (36 of 1963);
() inchoate or defective documentation.
Explanation For the removal of doubt, it is clarified that meight of the housing
finance company to file suit against the borrowaafgntor for recovery of dues does
not debar the National Housing Bank or the auditorgonsider the asset or part
thereof as loss asset due to aforesaid reasons;

(s) “net asset value” means the latest declarecsust value by the concerned mutual fund
in respect of that particular scheme;



(t) “net book value” means -

(i) in the case of hire purchase asset, the agtgenf overdue and future installments
receivable as reduced by the balance of the unethtimance charges and further
reduced by the provisions made as per paragrag)(D4gf these directions;

(i) in the case of leased assets, aggregate pifatgortion of overdue lease rentals
accounted as receivable and depreciated book vélire lease asset as adjusted by
the balance of lease adjustment account;

(u) “net owned fund” means net owned fund as a@efinnder section 29A of the National
Housing Bank Act, 1987 including paid up preferersteares which are compulsorily
convertible into equity capital.

(v) “non-performing asset” (referred to in thesections as “NPA”) means:-

() aloan asset, in respect of which, interest lremained past due for six months;

(i) a term loan (other than the one granted toagnculturist or to a person whose
income is dependent on the harvest of crops) in@usf unpaid interest, when the
installment is overdue for more than six monthsoor which interest amount
remained past due for six months;

(i) a bill of exchange which remains over due ot months;

(iv) the interest in respect of a debt or the ineoon a receivable under the head ‘other
current assets’ in the nature of short term loaha&aces, which facility remained
over due for a period of six months;

(v) any dues on account of sale of assets or ssviendered or reimbursement of
expenses incurred, which remained over due foriaghef six months;

(vi) the lease rental and hire purchase installmestich has become over due for a
period of more than twelve months;

(vii)an inter corporate deposit, in respect of erhinterest or principal has remained over
due for a period of six months;

Provided that with effect from March 31, 2005, firperforming asset” shall mean:-

(i) an asset, in respect of which, interest hasaised overdue for a period of ninety
days or more;

(i) a term loan (other than the one granted toagriculturist or to a person whose
income is dependent on the harvest of crops) in@usf unpaid interest, when the
installment is overdue for a period of ninety daysmore or on which interest
amount remained overdue for a period of ninety daywore;

(i) a demand or call loan, which remained overdluea period of ninety days or more
from the date of demand or call or on which inteegsount remained overdue for a
period of ninety days or more;

(iv) a bill which remains overdue for a period dfiety days or more;

(v) the interest in respect of a debt or the incameeceivables under the head ‘other
current assets’ in the nature of short term loahslaces, which facility remained
overdue for a period of ninety days or more;

(vi) any dues on account of sale of assets or aesviendered or reimbursement of
expenses incurred, which remained over due foriaghef ninety days or more;

(vii) the lease rental and hire purchase instalkneiich has become over due for a
period of ninety days or more;

(viii) an inter corporate deposit, in respect ofiethinterest or principal has remained
overdue for a period of ninety days or more.

(ix) atermloan granted to an agriculturist oatperson whose income is dependent on
the harvest of crops if the installment of prindijpa interest thereon remains
unpaid:

(a) for two crop seasons beyond the due date ifitbeme of the borrower is
dependent on short duration crops, or

(b for one crop season beyond the due date if ithenie of the borrower is
dependent on long duration crop.

Explanation —

(1) For the purpose of this sub-clause “long dordticrops would be crops with
crop season longer than one year and crops, whiehmeat “long duration”
crops, would be treated as “short duration” crops.

(2) The crop season for each crop means the papdd harvesting of the crops
raised, would be as determined by the State LewlkBrs’ Committee in
each State.



(w) “owned fund” means paid up capital includingeference shares compulsorily
convertible into equity shares, free reserves,nua&an share premium account and capital
reserves representing surplus arising out of salegeds of asset, excluding reserves created
by revaluation of asset, as reduced by accumulaies balance, book value of intangible
assets and deferred revenue expenditure, if any;

(X) “past due” means an amount of income or irgievehich remains unpaid for a period of
thirty days beyond the due date;

(y) “public deposit” means a deposit but does noluide the following, namely:-

(i) any amount received from the Central Governinmna State Government or any
amount received from any other source and whosaymeent is guaranteed by the
Central Government or a State Government or anyuamoeceived from a local
authority or any public housing agency, or a faneg§overnment or any other foreign
citizen, authority or person;

(i) any amount received from the National HousiBgnk, established under the
National Housing Bank Act, 1987 (53 of 1987), oe tihhdustrial Development Bank of
India established under the Industrial Developnigarik of India Act, 1964 (18 of 1964)
or the Life Insurance Corporation of India estdidid under the Life Insurance
Corporation Act, 1956 (31 of 1956) or the Genenalurance Corporation of India and its
subsidiaries established in pursuance of the pmngsof section 9 of the General
Insurance Business (Nationalisation) Act, 1972 (671972) or the Small Industries
Development Bank of India established under thelSmdustries Development Bank of
India Act, 1989 (39 of 1989) or the Unit Trust dhdia established under the Unit
Trust of India Act, 1963 (52 of 1963) or Nationahrtk for Agriculture and Rural
Development established under the National Bank Agriculture and Rural
Development Act, 1982 or an Electricity Board cdngtd under the Electricity (Supply)
Act, 1948 or the Tamil Nadu Industrial Investmendrf@ration Ltd., or the National
Industrial Development Corporation of India Ltdr,the Industrial Credit & Investment
Corporation of India Ltd., or the Industrial Fin@n€orporation of India Ltd., or the
Industrial Investment Bank of India Ltd., or Stdteading Corporation of India Ltd., or
the Rural Electrification Corporation Ltd., or thElinerals and Metals Trading
Corporation of India Ltd., or the Agricultural Fimge Corporation Ltd., or the State
Industrial and Investment Corporation of Maharashttd., or the Gujarat Industrial
Investment Corporation Ltd.,or Asian DevelopmentnBaor International Finance
Corporation or the Overseas Economic Cooperatiamd HOECF) or Kreditanstalt fir
Wiederaufbau (KfW) or any other institution that ynhe specified by the National
Housing Bank in this behalf;

(iii) any amount received by a housing finance pany from another company;

(iv) any amount received by way of subscriptiomity share, stock, bonds or debentures
pending the allotment of the said shares, stockdbor debentures and any amount
received by way of calls in advance on ebain accordance with the Articles of

Association of the housing finance company so lasguch amount is not repayable to
the members under the Articles of Association eflibusing finance company;

(v) any amount received from a person who at time tf receipt of the amount was a
Director of the housing finance company or any amiaaceived from its shareholders
by a private housing finance company or by a peiMabusing finance company which
has become a public housing finance company uredtios 43A of the Companies Act,
1956 and continues to include in its Articles ofs@esiation provisions relating to the
matters specified in clause (iii) of sub-sectioin ¢f section 3 of the Companies Act,
1956 (1 of 1956):

Provided that the Director or shareholder, as tlese may be, from whom the money is
received furnishes to the housing finance companthe time of giving the money, a
declaration in writing to the effect that the amous not being given out of funds
acquired by him by borrowing or accepting from athe

Provided further that in the case of joint sharatebk of a private limited company,
money received from or in the name of the jointrashalders except the first named
shareholder shall not be eligible to be treated the receipt of money from the
shareholder of the company;



(vi) any amount raised by the issue of bonds oedtbes secured by the mortgage of
any immovable property of the housing finance camgpar by any other asset or with
an option to convert them into shares in the h@uimance company provided that in the
case of such bonds or debentures secured by mertfagny immovable property or
secured by other assets, the amount of such bandshkentures shall not exceed the
market value of such immovable property/ other @sse

(vii) any amount brought in by the promoters by vediyunsecured loan in pursuance of
stipulations of lending institutions subject to thfillment of the following conditions,
namely :-
(a) the loan is brought in pursuance of the stifpalaimposed by the lending public
financial institution in fulfillment of the obligan of the promoters to contribute
such finance,
(b) the loan is provided by the promoters themsekmed/or by their relatives, and
not from their friends and business associates, and
(c) the exemption under this sub-clause shall @lahle only till the loan of the
lending public financial institution is repaid ambt thereafter;

(viii) any amount received from a mutual fund whishgoverned by the Securities and
Exchange Board of India (Mutual Funds) Regulatidi@96;

(ix) any amount received as hybrid debt or subaidid debt the minimum maturity
period of which is not less than sixty months;

(x) any amount received from a relative of a divectf a housing finance company;

Note : The deposit shall be accepted only on an appmitamade by the depositor
containing therein a declaration that as on the dateposit, he is related to the specific
director in the capacity of a relative as defineder Companies Act, 1956 (1 of 1956);

(2) “public housing agency” shall include any aarity, constituted in India by or under any
law, engaged either for the purpose of dealing witid satisfying the need for housing
accommodation or for the purpose of planning, dgwelent or improvement of cities, towns
and villages or for both.

(za) “securitieS means securities as defined in section 2(h) of Skeurities Contracts
(Regulation) Act, 1956 (42 of 1956);

(zb) “standard asset” means the asset in respeethoth, no default in repayment of
principal or payment of interest is perceived arfuclv does not disclose any problem nor
carry more than normal risk attached to the busines

(zc) “sub-standard asset” means -

(i) an asset, which has been classified as nofoqmeing asset for a period not
exceeding two years;

Provided that with effect from March 31, 2005, aset, which has been classified as
non-performing asset for a period not exceedingivsvenonths shall be a sub-
standard asset;

(i) an asset, where the terms of the agreemeyarding interest and/or principal have
been re-negotiated or rescheduled after releaaeyinstalment of loan or an inter-
corporate deposit which has been rolled over, uhid expiry of one year of
satisfactory performance under the re-negotiateg¢srheduled terms:

Provided that where a delay in completion of a gebjis caused on account of
factors beyond the control of the project implenmantagency, terms of the loan
agreement regarding interest and/ or principal ayescheduled once before the
completion of the project and such loans may betédeas standard asset, subject to
the condition that such reschedulement shall bmipexd only once by the Board of
Directors of the concerned housing finance compard/that interest on such loan is
paid regularly and there is no default;

Provided further that where natural calamities imphe repaying capacity of a

borrower, terms of the loan agreement regardingrést and/ or principal may be
rescheduled and such loans shall not be classieslib-standard; the classification
of such loans would thereafter be governed byehised terms and conditions;



(zd) “subordinated debt” means a fully paid up ta@phstrument, which is unsecured and is
subordinated to the claims of other creditors anétée from restrictive clauses and is not
redeemable at the instance of the holder or witttmeitonsent of the supervisory authority of
the housing finance company. The book valuesath instrument shall be subjected to
discounting as provided hereunder:

Remaining maturity of the instruments Rate of disat@%o)
(i) up to one year 100

(i) More than one year but upto two years 80

(iif) More than two years but upto three years 60
(iv) More than three years but upto four years 40

(v) More than four years but upto five years 20

to the extent such discounted value does not exdfgegercent of the Tier-I capital;

(ze) “substantial interest” means holding of a dfmal interest by an individual or his
spouse or minor child, whether singly or taken thge in the shares of a company, the
amount paid up on which exceeds ten percent op#ie up capital of the company; or the
capital subscribed by all the partners of a pastmerfirm;

(zf) “tier-1 capital” means owned fund as reducedifivestment in shares of other housing
finance companies and in shares, debenture, bootitanding loans and advances including
hire purchase and lease finance made to and depatit subsidiaries and companies in the
same group exceeding, in aggregate, ten perceheawned fund,;

(zg) “tier-1l capital” includes the following:-

(i) preference shares (other than those compujsmnvertible into equity);

(i) revaluation reserves at discounted rate fof five percent;

(i) general provisions and loss reserves to thierd these are not attributable to actual
diminution in value or identifiable potential loss any specific asset and are
available to meet unexpected losses to the exfeah® and one fourth percent of
risk weighted assets;

(iv) hybrid debt;

(v) subordinated debt

to the extent the aggregate does not exceed Tgpital; and

(zh) ‘Tiny deposit’ means the aggregate amountpoblic deposits not exceeding Rs.
10,000/- standing in the name of the sole or tte fiamed depositor in the same capacity in
all the branches of the housing finance company.

(2) Words or expressions used but not defined hereaindafined in the National Housing
Bank Act, 1987 shall have the same meaning asressip them therein. Any other words or

expressions not defined herein or in the Natid#alising Bank Act, 1987 shall have the
same meaning as assigned to them in the Reserve daimdia Act, 1934 (2 of 1934),
Banking Regulation Act, 1949 (10 of 1949) and tlmmpanies Act, 1956 (1 of 1956);

(3) (a) If any question arises as to whetherrmpany is a financial institution or not, such
question shall be decided by the National HousimgkBin consultation with the Central
Government.

(b) If any question arises as to whether a comparsy housing finance company, the
same shall be decided by the National Housing Bank.
CHAPTER Il - ACCEPTANCE OF PUBLIC DEPOSITS
Restriction on acceptance of deposits

3. (1) No housing finance company shall accept oewepublic deposits unless the housing
finance company has obtained minimum investmendegrating for its fixed deposits from
any one of the approved rating agencies, at least a year and a copy of the rating is sent to
the National Housing Bank and it is complying wéththe prudential norms, provided that:

(i) a housing finance company having obtainedditreting for its fixed deposits not
below the minimum investment grade rating as abawe complying with all the
prudential norms, may accept public deposits noeeding five times of its NOF.

(i) a housing finance company which does not hthe requisite rating for its fixed
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deposits shall obtain the same within a periodixfnsonths time from the date of
notification or such extended period as may be gerdhby the National Housing
Bank, to obtain the prescribed rating for its fixdEbosits.

Approved Credit Rating Agencies

The names of approved credit rating agencies fotithe being are as follows:-
(a) The Credit Rating Information Services of ldid. (CRISIL)

(b) ICRA Ltd.

(c) Credit Analysis & Research Ltd.(CARE)

(d) FITCH Ratings India Private Ltd.

(2) No housing finance company shall have depasitsusive of public deposits, the
aggregate amount of which together with the amquiéy, held by it which are referred in
clauses (iii) to (vii) of sub-section (bb) of Sexti45 | of the Reserve Bank of India Act, 1934
(2 of 1934) as also loans or other assistance fhenNational Housing Bank, is in excess of
sixteen times of its NOF

(3) Where a housing finance company holds as onddte of commencement of these
directions public deposits in excess of the lirspecified in (1) above and as applicable to it
or deposits inclusive of the items mentioned ingBpve in excess of the limits specified in
(2) above, it shall -
(i) not accept fresh deposit or open new depasivant; or
(i) not renew the existing deposit or where tlepakits are received under any recurring
scheme, receive installments under such scheme thiteexpiry of the scheme
period;
(i) reduce such excess deposit by repayment aturity.

(4) In the event of down gradation of the creditngto any level below investment grade,
the housing finance company shall

(i) report the position within fifteen working dayo the National Housing Bank;

(i) with immediate effect stop accepting frestbficideposit and

(iif) reduce such excess deposit by repayment aturity.

Period of deposits

4. No housing finance company shall accept or rengnpaiblic deposit:
(a) which is repayable on demand or on notice; or

(b) unless such deposit is repayable after a pefitdelve months or more but not later
than eighty four months from the date of acceptamaenewal of such deposits.
Explanation
Where a public deposit is in Instalments, the gkobsuch deposit shall be computed from
the date of receipt of first Installment.

Joint deposit

5. Where so desired, deposits may be accepted in faintes with or without any of the
clauses, namely, “Either or Survivor”, “Number GareSurvivor/s”, “Anyone or Survivor/s”.

Particulars to be specified in application form sakiting public deposits

6 (i) No housing finance company shall accept or veray public deposit except on a
written application from the depositors in the fotmbe supplied by the housing finance
company, which form shall contain all the particslapecified in the Non-Banking Financial
Companies and Miscellaneous Non-Banking Companidsdrtisement) Rules, 1977, made
under section 58A of the Companies Act, 1956 (1956) and also contain the particulars of
the specific category of the depositors, i.e. whethe depositor is a shareholder or a director
or a promoter of the housing finance company oreanbrer of public or a relative of a
director of the company.

(ii) The application form shall also contain thddaving:-

(a) the credit rating assigned for its deposits gm@name of the credit rating agency
which rated the housing finance company;

(b) a statement to the effect that in case of aeficiéncy of the housing finance
company in servicing its deposits, the depository napproach the National
Consumers Disputes Redressal Forum, the State LEwe#lsumers Disputes
Redressal Forum or the District Level Consumersptis Redressal Forum for
relief;



(c) a statement to the effect that in case of mgayment of the deposit or part thereof in
accordance with the terms and conditions of theosigpthe depositor may make an
application to authorised officer of the Nationalu$ing Bank;

(d) a statement to the effect that the financialifian of the housing finance company as
disclosed and the representations made in thecapipin form are true and correct
and that the housing finance company and its Bo&iirectors are responsible for
the correctness and veracity thereof;

(e) a statement to the effect that the housingnfieacompany is within the regulatory
framework of the National Housing Bank. It mustwewer, be distinctly understood
that the National Housing Bank does not undertakg responsibility for the
financial soundness of the housing finance comparfgr the correctness of any of
the statements or the representations made oroogiréxpressed by the housing
finance company; and for repayment of deposit/ hdisge of liabilities by the
housing finance company;

(f) the information relating to and the aggregatesifrom the facilities, both fund and
non-fund based, extended to, and the aggregate fchrascompanies in the same
group or other entities or business ventures irckvtiie directors and/or the housing
finance company are/is holding substantial inteagst the total amount of exposure
to such entities;

(g) at the end of application form but before signa of the depositor, the following
verification clause by the depositor shall be apigen “I have gone through the
financial and other statements/ particulars/repiagions furnished/ made by the
housing finance company and after careful consitterd am making the deposit
with the housing finance company at my own risk aolition.

Introduction of depositors

7. Every housing finance company shall obtain proptoduction of new depositors before
opening their accounts and accepting the depasits,shall keep on its record the evidence
on which it has relied for the purpose of suchadtrction.

Explanation
For the purpose of this paragraph, introductiorl shaan identification of the prospective

depositor and may be done either by one of thdirgislepositors or on the basis of any one
of Income Tax Permanent Account Number (PAN), Ebectidentity Card, Passport, or
Ration Card.

Furnishing of receipts to depositors

8. (1) Every housing finance company shall furniskevery depositor or his agent, unless, it
has done so already, a receipt for every amounthwinias been or which may be received by
the housing finance company by way of deposit leetorafter the date of commencement of
these Directions.

(2) The said receipt should be duly signed by dicefentitled to act for the housing finance
company in this behalf and shall state the datdepbsit, the name of depositor, the amount
in words and figures received by the housing fieanompany by way of deposit, rate of
interest payable thereon and the date on whicdépesit is repayable.

Provided that, if such receipts pertain to Instalits subsequent to the first installment of a
recurring deposit it may contain only name of teeasitor/s, date and amount of deposit.

Register of deposits

9. (1) Every housing finance company shall keep onenore registers in which shall be
entered separately in the case of each depositgromp of joint depositorthe following
particulars, namely,

(@) name and address of the depositor or groupimtf depositors, their nominees,
(b) date and amount of each deposit,

(c) duration and due date of each deposit,

(d) date and amount of accrued interest or prentinreach deposit,

(e) date and amount of each repayment, whethetirtfipal, interest or premium,
(f) date of claim made by the depositor,

(g) the reasons for delay in repayment beyondJigeking days, and

(h) any other particulars relating to the deposits.



(2) The register or registers aforesaid shall &gt lat each branch in respect of the deposit
accounts opened by that branch of the housing dmaompany and a consolidated register
for all the branches taken together at the regidteffice of the housing finance company
and shall be preserved in good order for a perfodod less than eight years following the
financial year in which the latest entry is madehaf repayment or renewal of any deposit of
which particulars are contained in the register:

Provided that, if the housing finance company kabpshooks of account referred to in sub-
section (1) of Section 209 of the Companies AcgEL@L of 1956) at any place other than its
Registered Office in accordance with the provisitlmghat sub-section, it shall be sufficient
compliance with this sub-paragraph if the registtaresaid is kept at such other place,
subject to the condition that the housing finanompany delivers to the National Housing
Bank a copy of the notice filed with the Registuader the proviso to the said sub-section
within seven days of such filing.

Information to be included in the Board’s Report

10.(1) In every report of the Board of Directors lhiefore the housing finance company in
a general meeting under sub-section (1) of Se@ibn of the companies Act, 1956 (1 of
1956) after the date of commencement of these fores there shall be included, the
following particulars or information, namely:

(a) the total number of accounts of public depokthe housing finance company which
have not been claimed by the depositors or not Ipgithe housing finance company
after the date on which the deposit became dueefpayment; and

(b) the total amounts due under such accountsingmgaunclaimed or unpaid beyond
the dates referred to in clause (a) as aforesaid.

(2) The said particulars or information shall benfshed with reference to the position as on
the last date of the financial year to which thporé relates and if the amounts remaining
unclaimed or undisbursed as referred to in claby@f(the preceding sub-paragraph exceed
in the aggregate the sum of rupees five lakhsetisball also be included in the report a
statement on the steps taken or proposed to be takethe Board of Directors for the
repayment of the amounts due to the depositorgaurpgof joint depositors and remaining
unclaimed or undisbursed.

Ceiling on the rate of interest and brokerage andrnterest on overdue public deposits

11.(1) (a) On and from®July, 2007 no housing finance company shall inwiteiccept or
renew any public deposit at a rate of interest editg twelve and half per cent per annum
such interest being payable or compounded at wdst$h should not be shorter than monthly
rests.

(b) On and from 20 September 2003, no housing finance company shteior accept or
renew repatriable deposits from non-resident Irglidn terms of Notification No.
FEMA.5/2000-RB dated May 03, 2000 under Non-RedidErternal) Account Scheme at a
rate exceeding the rates specified by the Reseamk Bf India for such deposits with
scheduled commercial banks.

Explanation: The period of deposits shall not ks lthan one year and not more than three
years.

(c) No housing finance company shall pay to anykéramn public deposit collected by or
through him,

(i) brokerage, commission, incentive or any othenefit by whatever name called in excess
of two per cent of the deposit so collected;

(i) expenses by way of reimbursement on the basiselative vouchers/bills produced by
him, in excess of 0.5% of the deposit so collected.

(2) Payment of interest on overdue deposif -housing finance company may, at its
discretion, allow interest on an overdue public atpor a portion of the said overdue
deposit from the date of maturity of the depositjsat to the conditions that -

(i) the total amount of overdue deposit or thet ffzereof is renewed in accordance with
other relevant provisions of these Directions, fritva date of its maturity till some
future date, and
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(i) the interest allowed shall be at the apprderiate operative on the date of maturity
of such overdue deposit which shall be payable amythe amount of deposit so
renewed:

Provided that where a housing finance company failepay the deposit along with interest
on maturity on the claim made by the depositor, ibesing finance company shall pay
interest from the date of claim till the date opagment at the rate as applicable to the
deposit.

General provisions regarding repayment of deposits

12. (i) No housing finance company shall repay any jgutéposit within a period of three
months from the date of its acceptance.

(i) Where a housing finance company at the reqoéstepositor/s repays a pubtieposit
after the period indicated in clause (i) abovelimfbre its maturity, it shall pay interest at the
following rate:

(&) minimum lock in period three months
(b) after three months but before six no interest
months

(c) After six months but before theThe interest payable shall be two percent
date of maturity. lower than the interest rate applicable to a
public deposit for the period for which the
deposit has run or if no rate has been
specified for that period, then three percent
lower than the minimum rate at which the
public deposits are accepted by that Housing
Finance Company.

(iif) A housing finance company may grant a lagnto seventy-five percent of the amount
of public deposit to a depositor after the expifytlree months from the date of public
deposit at a rate of interest two percentage paintse the interest rate payable on the public
deposit.

(iv) It is obligatory on the part of a housing dimce company to intimate the details of
maturity of the deposit to the depositor at least months before the date of maturity of the
deposit.

(v) all deposit accounts standing to the creditsofe/first named depositor in the same
capacity shall be clubbed and treated as one deposbunt for the purpose of premature
repayment.

(vi) Provided that in the event of death of a déposthe public deposit may be paid
prematurely to the surviving depositor/s in theecakjoint holding with the survivor clause,
or to the nominee or legal heir/s with interesttla contracted rate up to the date of
repayment.

(vii) For the purpose, housing finance companies dassified into two categories viz. a
problem housing finance company and a normallyhrousing finance company. A housing
finance company, which is normally run housing fioa company, with effect from the date
of this notification,can permit premature repayment of a public depafsdr the lock-in
period at its sole discretion only and prematuosete cannot be claimed as a matter of right
by the depositors. The problem housing finance omgs have been prohibited from
making premature repayment of any public depositgranting any loan against public
deposits except in the case of death of the depositin the case of tiny deposit up to
Rs.10,000/- in entirety or to enable the deposidoneet expenses of an emergent nature up
to an amount not exceeding Rs.10,000/-.

A problem housing finance company is one which:

(i) has refused or failed to meet within five wargi days any lawful demand for
repayment of the matured public deposits; or

(ii) intimates the Company Law Board under sec8AA of the Companies Act, 1956,
about its default to a small depositor in repaymehtany public deposit or part
thereof or any interest thereupon; or

(iif)approaches the Bank for withdrawal of theulid asset securities to meet its deposit
obligations; orclosure
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(iv) approaches the Bank for any relief or relaxator exemption from the provisions of
these directions for avoiding default in meetinglpudeposit or other obligations; or

has been identified by the National Housing Bankeaa problem housing finance company
either suo motoor based on the complaints from the depositorsiahon-repayment of
public deposits or on complaints from the compatgrslers about non-payment of dues.

Renewal of public deposit before maturity

13. Where any housing finance company permits an iagistepositor to renew his public
deposit before maturity for availing the benefithagher rate of interest, such company shall
pay the depositor the increase in the rate oféstgorovided,

(i) the public deposit is renewed in accordancehwite other provisions of these
directions and for a period longer than the renmgjrperiod of the original contract;
and

(ii) the interest on the expired period of the lpuldeposit is reduced by one percentage
point from the rate at which the housing financenpany would have ordinarily paid,
had the deposit been accepted for the period fachwduch public deposit had run; any
interest paid earlier in excess of such reducadisatecovered/adjusted.

Safe custody of approved securities

14. (1) Every housing finance company shall entrusbne of the scheduled commercial
banks designated by it on that behalf, in the plakere the registered office of the housing
finance company is situated, the unencumbered apgdreecurities required to be maintained
by it in pursuance of Section 29B of the Nationalulding Bank Act, 1987;

Provided that where a housing finance company deio entrust these securities to the
Stock Holding Corporation of India Ltd. or to itesignated bankers at a place other than the
place at which its registered office is situatedmkeep them in the form of Constituent’s
Subsidiary General Ledger Account with a schedolaroercial bank, or with a depository
participant registered with Securities and Exchammard of India established under
Securities and Exchange Board of India Act, 1992 @1 1992), it shall obtain the prior
approval in writing, of the National Housing Bank.

(2) the securities mentioned in sub-paragraplalfbye shall continue to be entrusted to such
designated banker or to the Stock Holding Corporatf India Ltd. or the depository
participant or held in the constituent’s subsidi@gneral Ledger Account with the scheduled
commercial bank for the benefit of the depositard ahall not be withdrawn or encashed or
otherwise dealt with by the housing finance compaxgept for repayment to the depositors.

Provided that,

(1) a housing finance company shall be entitledvithdraw a portion of such securities
proportionate to the reduction of its deposits dwdytified to that effect by its auditors;

(2) where the housing finance company intends bstiute such securities, it may do so by
entrusting substitute securities of equal valuthnéodesignated bank before such withdrawal.

Explanation

‘scheduled commercial bank’ means a bank includetthé Second Schedule to the Reserve
Bank of India Act, 1934 (2 of 1934) excluding a Re@l Rural Bank or a Co-operative
Bank.

Creation of Floating Charge in favour of the Depodbrs

15. All Housing Finance Companies accepting/holdindplit deposits shall create floating

charge on the assets invested by them in termaloe§actions (1) and (2) of Section 29B of
the National Housing Bank Act, 1987 in favour oéithdepositors in a manner as may be
prescribed by National Housing Bank from time todij in this behalf.

Employee Security Deposit

16. A housing finance company receiving any amounh@édrdinary course of its business as
security deposit from any of its employees for geeformance of his duties shall keep such
amount in an account with a scheduled commerciak loa in a post office in the joint names
of the employee and the housing finance comparny®rconditions that -
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(1) it shall not withdraw the amount without thensent in writing of the employee; and

(2) the amount shall be repayable to the emplmleag with interest payable on such
deposit account unless such amount or any paedhés liable to be appropriated by the
housing finance company for the failure on the pathe employee for due performance
of his duties.

Advertisements and statement in lieu of advertiseant

17.(1) Every housing finance company soliciting puldieposits shall comply with the
provisions of the Non-Banking Financial Companiesd aMiscellaneous Non-Banking
Companies (Advertisement) Rules, 1977 and shall sfecify in every advertisement to be
issued thereunder, the following :
(&) the actual rate of return by way of interesgnpium, bonus or other advantage to the
depositors;
(b) the mode of payment to the depositors;
(c) maturity period of deposits;
(d) the interest payable on a specified deposit;
(e) the rate of interest which will be payable e tdepositors in case the depositor
withdraws the deposit prematurely;
(f) the terms and conditions subject to which aad#pwill be renewed;
(g) any other special features relating to the seamd conditions subject to which the
deposits are accepted/ renewed; and
(h) the information, relating to the aggregate dyeeluding the non-fund based
facilities) provided to/ from companies in the samgmup or other entities or
business ventures in which the directors and/ erhibusing finance company are
holding substantial interest and the total amotieixposure to such entities.

(2) Where a housing finance company intends te@tcpublic deposits without inviting or
allowing or causing any other person to invite suldposits, it shall, before accepting
deposits, deliver to the office of the National ldmg Bank at New Delhior registration, a
statement in lieu of advertisement containingladl particulars required to be included in the
advertisement pursuant to the Non-Banking FinanCamnpanies and Miscellaneous Non-
Banking Companies (Advertisement) Rules, 1977 ghe particulars stated in sub-
paragraph (1) hereinabove, duly signed in the mammided in the aforesaid Rules.

(3) A statement, delivered under sub-paragraplstfa)l be valid till the expiry of six months
from the date of closure of the financial year ihieh it is so delivered, or until the date on
which the balance sheet is laid before the anneake@l meeting, or where the annual
general meeting for any year has not been heldiatkst day on which that meeting should
have been held in accordance with the provisionth@fCompanies Act, 1956(1 of 1956),
whichever is earlier and a fresh statement shafldigered in each succeeding financial year
before accepting deposits in that financial year.

Full cover for public deposits

18. HFCs should ensure that at all times there is daller available for public deposits

accepted by them. While calculating this cover #adue of all debentures (secured and
unsecured) and outside liabilities other than thgregate liabilities to depositors may be
deducted from the total assets. Further, the asbketsdd be evaluated at their book value or
realizable/market value whichever is lower for thispose.

Prior approval for acquisition or transfer of control of deposit taking housing finance
companies

19. Any takeover or acquisition of control of a depdsiking housing finance company,

whether by acquisition of shares or otherwise, or merger or amalgamation of a deposit
taking housing finance company with another entityany merger or amalgamation of an
entity with a deposit taking housing finance compashall require prior approval of the

National Housing Bank in writing.

Application of other laws not barred

20. The provisions of paragraph 19 shall be in additio, and not in derogation of the
provisions of any other law, rules, regulationslivections, for the time being in force.

Closure of Branches

21. No housing finance company accepting deposits dafle its branch/office without
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publishing such intention in any one national levelwspaper and in one vernacular
newspaper in circulation in the relevant place aitiout advising National Housing Bank,
before ninety days of the proposed closure.

CHAPTER IIl - PRUDENTIAL NORMS
Income recognition

22. (1) Income recognition shall be based on recegh&counting principles.

(2) Income including interest/discount or any ottiearges on NPA shall be recognised only
when it is actually realised. Any such income retisgd before the asset became non-
performing and remaining unrealised shall be reagkrs

(3) In respect of hire purchase assets, wherelinstds are overdue for more than twelve
months, income shall be recognised only when Higrges are actually received. Any such
income taken to the credit of profit and loss actohefore the asset becoming non-
performing and remaining unrealised, shall be resekr

(4) In respect of lease assets, where lease seataloverdue for more than twelve months,
the income shall be recognised only when leasalsare actually received. The net lease
rentals taken to the credit of profit and loss artdefore the asset became non-performing
and remaining unrealised shall be reversed.

Explanation: For the purpose of this paragraph, leg@se rentals’ mean gross lease rentals as
adjusted by the lease adjustment account debitatifed to the profit and loss account and
as reduced by depreciation at the rate applicatderuschedule XIV of the Companies Act,
1956

Income from investments

23.(1) Income from dividend on shares of corporatdi®®and units of mutual funds shall be
taken in to account on cash basis:

Provided that the income from dividend on sharesarporate bodies may be taken into
account on accrual basis when such dividend has teelared by the corporate body in its
annual general meeting and the housing finance aagip right to receive payment is
established.

(2) Income from bonds and debentures of corporatdiels and from Government
securities/bonds may be taken into account on atbasis:

Provided that the interest rate on these instrusnsnpredetermined and interest is serviced
regularly and is not in arrears.

(3) Income on securities of corporate bodies orlipudector undertakings, the payment of
interest and repayment of principal of which haveer guaranteed by the Central
Government or a State Government may be takerazdount on accrual basis.

Accounting standards

24. Accounting Standards and Guidance Notes issuedthby Institute of Chartered
Accountants of India (referred to in these direwsi@s “ICAI") shall be followed insofar as
they are not inconsistent with any of these dioei

Accounting for investments

25. (1) (a) The board of directors of every housimafice company shall frame investment
policy for the company and implement the same;

(b) The criteria to classify the investments intorent and long term investments shall be
spelt out by the Board of the company in the inwestt policy;

(c) Investment in securities shall be classifieth inurrent and long term, at the time of
making each investment;

(d) (i) There shall be no inter-class transfermadrhoc basis;

(ii) The inter-class transfer, if warranted, $td effected only at the beginning of each
half year, on April 1 or octoberl, with the apprbeathe Board;

(i) The investments shall be transferred scrigey from current to long-term or vice-
versa, at book value or market value, whichevémigr; and

(iv) The depreciation, if any, in each scrip shadl fully provided for and appreciation, if
any, shall be ignored;

(v) The depreciation in one scrip shall not beasétigainst appreciation in another scrip
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at the time of such inter-class transfer, everespect of the scrip of same category.

(2) A long term investment shall be valued in ademce with the Accounting Standard
issued by ICAI.

(3) Quoted current investments shall, for the psepof valuation, be grouped into the
following categories, viz.,

(a) equity shares,

(b) preference shares,

(c) debentures and bonds,

(d) Government securities including treasury bills,
(e) units of mutual fund, and

(H others.

Quoted current investments for each category dhallvalued at cost or market value,

whichever is lower. For this purpose, the investtmen each category shall be considered
scrip-wise and the cost and market value aggredatedall investments in each category. If

the aggregate market value for the category istlems the aggregate cost for that category,
the net depreciation shall be provided for or chdrgp the profit and loss account. If the

aggregate market value for the category exceedagbeegate cost for the category, the net
appreciation shall be ignored. Depreciation in category of investments shall not be set off
against appreciation in another category.

(4) Unquoted equity shares in the nature of curiewmestments shall be valued at cost or
breakup value, whichever is lower. Where the baasieet of the investee company is not
available for two years, such shares shall be dadi@ne rupee only.

(5) Unquoted preference shares in the nature eéntimvestments shall be valued at cost or
face value or the net asset value whichever is lassase the net asset value is negative or
the balance sheet of the investee company is rafadle for two years, it should be valued
at rupees one per company.

(6) Investments in unquoted Government securitig€Savernment guaranteed bonds shall be
valued at carrying cost.

(7) Unquoted investments in the units of mutualdfuim the nature of current investments
shall be valued at the net asset value declarddebgnutual fund in respect of each particular
scheme.

(8) Commercial papers shall be valued at carryosg.c

Note: Unquoted debentures shall be treated as lmans or other type of credit facilities
depending upon the tenure of such debentures &optiipose of income recognition and
asset classification.

Need for Policy on Demand/ Call Loans

26. (1) The Board of Directors of every housing fineamompany granting/intending to grant

demand/call loans shall frame a policy for the campand implement the same.

(2) Such policy shall, inter alia, stipulate thédwing, -

(i) A cutoff date within which the repayment ofrdend or call loan shall be demanded or
called up;

(i) The sanctioning authority shall, record spicifeasons in writing at the time of
sanctioning demand or call loan, if the cutoff dimedemanding or calling up such loan
is stipulated beyond a period of one year fromdée of sanction;

(i) The rate of interest which shall be payabfesuch loans;

(iv) Interest on such loans, as stipulated shapdogable either at monthly or quarterly rests;

(v) The sanctioning authority shall, record specifeasons in writing at the time of
sanctioning demand or call loan, if no interesttipulated or a moratorium is granted for
any period;

(vi) A cut-off date, for review of performance ofiet loan, not exceeding six months
commencing from the date of sanction;

(vii) Such demand or call loans shall not be rerteweless the periodical review has shown
satisfactory compliance with the terms of sanction.

Asset classification

27. (1) Every housing finance company shall, aftding into account the degree of well
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defined credit weaknesses and extent of dependemamllateral security for realisation,
classify its lease/hire purchase assets, loanadwances and any other forms of credit into
the following classes, namely :-

(i) Standard assets;

(i) Sub-standard assets;

(iif) Doubtful assets; and

(iv) Loss assets.

(2) The class of assets referred to above shdllbeoupgraded merely as a result of
rescheduling, unless it satisfies the conditioired for the upgradation.

Provisioning requirement

28. Every housing finance company shall, after takingp account the time lag between an
account becoming non-performing, its recognitiorsash, the realisation of the security and
the erosion over time in the value of security gedr make provision against sub-standard
assets, doubtful assets and loss assets as prdwedeahder:-

Loans, Advances and Other Credit Facilities InchgiBills Purchased and Discounted
(1) The provisioning requirement in respect of Kaadvances and other credit facilities
including bills purchased and discounted shall barader:

(i) Loss Assets The entire assets shall be writdf. If the assets are
permitted to remain in the books for any reasor% ®f
the outstandings shall be provided for.

(i) Doubtful Assets (a) 100% provision to the extent to which the adears
not covered by the realisable value of the sectwitywhich
the housing finance company has a valid recoura#é kb
made. The realisable value is to be estimated @aléstic
basis;

(b) in addition to item (a) above, depending upbe
period for which the asset has remained doubtfalyipion
to the extent of 20% to 50% of the secured porfice.
estimated realisable value of the outstandings)l dt&a
made on the following basis:-
Period for which the asset has % of provision
been considered as doubtful

Up to one year 20
one to three years 30
More than three years 50
(iii) Sub-standard A general provision of 10% of total outstandinglsha
Assets made

(iv) Standard Assets A general provision of 0.4% of the total outstamdin
in respect of non- amount of non-housing loans which are standardtasse
housing loans shall be made.

Lease and hire purchase assets

(2) The provisioning requirements in respect ot hpurchase and leased assets shall be as
under:-

Hire purchase assets

() In respect of hire purchase assets, the tatasdoverdue and future installments taken
together) as reduced by the finance charges nditedeto the profit and loss account and
carried forward as unmatured finance charges amdi¢jpreciated value of the underlying
asset, shall be provided for.
Explanation
For this purpose, the depreciated value of thetats#l be notionally computed as the
original cost of the asset to be reduced by degtieci at the rate of 20 percent per annum
on a straight line method. In the case of secomtl lzsset, the original cost shall be the
actual cost incurred for acquisition of such secbadd asset.

Additional provision for Hire Purchase and Leassskts

(i) In respect of hire purchase and leased asadtitional provision shall be made as under :
(a) Where any amounts of hire charges or leadalscare
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overdue up to 12 months Nil
(b) Where any amounts of hire charges or leasaleeare  10% of the net
overdue for more than 12 months but up to 24 month&ook value

(c) Where any amounts of hire charges or leasmlseare  40% of the net
overdue for more than 24 months but up to 36 month$&ook value

(d) Where any amounts of hire charges or leasaleeare  70% of the net
overdue for more than 36 months but upto 48 monthsbook value

(e) Where any amounts of hire charges or leadalseare  100% of the net
overdue for more than 48 months book value

(iii) On expiry of a period of 12 months after tdee date of the last installment of hire
purchase/ leased asset, the entire net book vasliebe fully provided for.

NOTES

(1) The amount of caution money/margin money ouggcdeposits kept by the borrower
with the housing finance company in pursuance ef ltfire purchase agreement may be
deducted against the provisions stipulated undmusel (i) above, if not already taken into
account while arriving at the equated monthly ihstants under the agreement. The value of
any other security available in pursuance to thie purchase agreement may be deducted
only against the provisions stipulated under clgiisabove.

(2) The amount of security deposits kept by thedwer with the housing finance company
in pursuance to the lease agreement together gtlvalue of any other security available in
pursuance to the lease agreement may be deductedhgainst the provisions stipulated
under clause (ii) above.

(3) It is clarified that income recognition on apibvisioning against NPAs are two different
aspects of prudential norms and provisions ashgenorms are required to be made on NPAs
on total outstanding balances including the deptedi book value of the leased asset under
reference after adjusting the balance, if anyhim lease adjustment account. The fact that
income on NPA has not been recognised cannot le@ &k reason for not making provision.

(4) An asset which has been re-negotiated or relsbbe as referred to in paragraph 2(1)(zc)
of these directions shall be a sub-standard assebntinue to remain in the same category
in which it was prior to its re-negotiation or resdulement as a doubtful asset or a loss asset
as the case may be. Necessary provision is requirbd made as applicable to such asset till
it is upgraded. In case where an asset has beemedided on account of natural calamities
having impaired the repaying capacity of the bomows provided in second proviso to
paragraph 2(1)(zc), any provisioning made priosuoh rescheduling shall neither be written
back nor adjusted against any provisioning requinetihthat may arise in future.

(5) All financial leases written on or after Apti] 2002 attract the provisioning requirements
as applicable to hire purchase assets.

Disclosure in balance sheet

29. (1) Every HFC shall, separately disclose in #$abce sheet the provisions made as per
paragraph 28 above without netting them from tloerne or against the value of assets.

(2) The provisions shall be distinctly indicatender separate heads of accounts separately
for housing and non-housing finance business adtidually for each type of assets as
under:-

(a) provisions for sub-standard, bad and doulatfial loss assets; and

(b) provisions for depreciation in investments

(3) Such provisions shall not be appropriated ftbe general provisions and loss reserves
held, if any, by the housing finance company.

(4) Such provision for each year shall be dehitetthe profit and loss account. The excess of
provisions, if any, held under the heads genemaVipions and loss reserves may be written
back without making adjustment against them.

(5) Every housing finance company shall, sepayatisiclose, in the ‘Notes on Accounts’ to
the Balance Sheet in its next Annual Report,

() the details of the levy of penalty, if any,posed on the housing finance company by
the National Housing Bank; and
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(b) adverse comments, if any, on the housing fieamempany made in writing by the
National Housing bank on regulatory complianceghwi specific communication to
the housing finance company to disclose the sartteetpublic.

Requirement as to Capital Adequacy

30. (1) Every housing finance company shall, mamgminimum capital ratio consisting of
Tier-1 and Tier-ll capital which shall not be lebsn-

(i) ten percent on or before March 31, 2001; and

(ii) twelve percenfon or before March 31, 2002 and thereatfter.
of its aggregate risk weighted assets and of iiglisted value of off-balance sheet items.

(2) The total Tier-Il capital, at any point of #nshall not exceed one hundred percent of
Tier-I capital.

Explanations:

On balance sheet assets

(1) In these Directions, degree of credit riskresged as percentage weightages have been
assigned to balance sheet assets. Hence, theofadaeh asset/item requires to be multiplied
by the relevant risk weights to arrive at risk atial value of assets. The aggregate shall be
taken in to account for reckoning the minimum calpiatio. The risk weighted asset shall be
calculated as the weighted aggregate of fundedsigsdetailed hereunder:

Weighted risk assets - On balance Sheet items ghtve
(1) Cash and bank balances including fixed deposits and g
certificates of deposits with banks
2) Investments:
a) Approved securities as defined in the NatioHalsing 0

Bank Act, 1987

b) Bonds of public sector banks and fixed 20
deposits/certificates of deposits/bonds of pubiiarcial
institutions

¢) Units of Unit Trust of India 20

d) Mortgage backed security, receipt or otherusgc 50
evidencing the purchase or acquisition ayhousing
finance company of an undivided right, title oreirgst in
any debt or receivable originated by a housing ritea
company recognised and supervised by National Hgusi
Bank or a scheduled commercial bank and secured by
mortgage of residential immovable property, prodidee
conditions specified below in Note (4) are fulfille

e) Shares of all companies and debentures/bondwhercial 100
papers of companies other than in b) above/unitaudfial
funds other than in ¢) above.

f) HFC’s investments in innovative perpetual debtother 100
HFCs/ banks/ financial institutions.

3) a) Housing/ Project Loans guaranteed by Central/ State 0

Governments.
Note: Where guarantee has been invoked and the
concerned Government has remained in default for a
period of more than 90 days after the invocationhef
guarantee, a risk weight of 100% should be assigned

b) (b)(i) Housing loans sanctioned to individuap to Rs. 30
lakhs secured by mortgage of immovable propertyickvh 50
are classified as standard assets with LTV Ratio @8 <
75%
(b)(ii) Housing loans sanctioned to individualsove Rs.
30 lakhs secured by mortgage of immovable property, 75
which are classified as standard assets with LTHoRa =
or < 75%
(b)(iii) Housing loans sanctioned to individuals
irrespective of the amount, secured by mortgage of 100
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immovable property, which are classified as stasdar
assets, where LTV Ratio is > 75%
c) Other housing loans 100

d) i) Fund based and non-fund based exposures t0100
commercial real estate (office buildings, retaibep,
multi-purpose commercial premises, multi-family
residential  buildings, multi-tenanted commercial
premises, industrial or warehouse space, hotets] la
acquisition, development and construction, etc.).

i) Investments in Mortgage Backed Securitig88) and 125
other securitised exposures backed by exposures as

(i) above.
(4) Current Assets:
a) Stock on hire (please see note 2 below) 100
b) Inter corporate loans/ deposits 100
c¢) Loans and advances fully secured by compaoyis 0
deposits
d) Loan to staff 0
e) Other secured loans and advance consideretl goo 100
f)  Bills purchased/ discounted 100
g) Others (to be specified) 100
(5) Fixed Assets (net of depreciation):
a) Assets leased out (net book value) 100
b) Premises 100
¢) Furniture & Fixtures 100
d) Other Fixed Assets(to be specified) 100
(6) Other Assets:
a) Income tax deducted at source (net of promjsio 0
b) Advance tax paid (net of provision) 0
c) Interest due on Government Securities and caelr 0
securities
d) Others(to be specified) 100

Notes:

(1) Netting may be done only in respect of assétsre/provisions for depreciation or for bad

and doubtful debts have been made.

(2) Stock on hire should be shown net of financargés i.e. interest and other charges

recoverable.

(3) Assets which have been deducted from owned faratrive at tier-1 capital pursuant to

paragraph 2(1)(zf) will have a weightage of “0".

(4) For being eligible for risk weight of 50%, irstenents in mortgage backed security,

receipt or other security referred to in item @f)sub-Explanation (2) should fulfill the

following terms and conditions, namely :-

(&) The assignment of debt together with the sgesirtherefor and the receivables
thereunder by the originating housing finance camypar scheduled commercial bank in
favour of the trust or the securitisation compasydafined in Clause (za) of sub-section
(1) of section 2 of the Securitisation and Recam$ion of Financial Assets and
Enforcement of Security Interest Act, 2002(54 oD2Dissuing such receipt or other
security is complete and irrevocable.

(b) The trust or the securitisation company isdhra the debt together with the securities
therefor exclusively for the benefit of the invastin such receipt or other security.

(c) The originating housing finance company oresithed commercial bank participating in
the securitisation transaction, in which such magtybacked security, receipt or other
security has been issued, as a seller, manageigeseor provider of credit enhancement
or liquidity facilities;

(i) does not own any equity or preference sharehin capital of the securitisation
company or is the beneficiary of the trust;

(i) has not named the trust or the securitisaiompany in such manner which implies
any connection with it;

(iii) does not have any of its director, officer @mployee on the Board of securitisation
company unless the Board is made up of at leasetmembers and there is a
majority of independent directors and thadficial representing the



19

originating institution in the Board of the secisdtion company does not have veto
powers;

(iv) does not directly or indirectly control theusit or the securitisation company; and

(v) has not agreed to support any losses arisih@foilne securitisation transaction or to
be suffered by the investors involved in it or &gt¢o bear recurring expenses of the
transaction.

(d) Each debt securitised is a loan advanced fadividual for the acquisition/ construction
of residential immovable property which has beemtgamed in favour of the originating
housing finance company or scheduled commercidt barexclusive basis.

(e) Securitised debt had investment grade cratitg by any of the credit rating agencies at
the time of assignment to the trust/ securitisatiompany.

(H The investors are entitled to call upon thsuer - the trust/ securitisation company to
take steps for recovery in the event of default disdribute the net proceeds to the
investors as per the terms of issue of receiptlogrcsecurity.

(g) The trust or the securitisation company uraléng the issue in which investment has
been made is not engaged in any business other tti@rbusiness of issue and
administration of securitisation of housing loans.

(h) The trustees appointed to manage the issgevisrned by the provisions of Indian Trusts
Act, 1882 (2 of 1882).

Off-Balance Sheet items
(2) Inthese directions, degrees of credit @ggosure attached to off-balance sheet items

have been expressed as a percentage of credirsimv factor. Hence the face value of
each item requires to be first multiplied by thievant conversion factor to arrive at risk
adjusted value of off-balance sheet item. The ageeshall be taken in to account for
reckoning the minimum capital ratio. This shall &de be again multiplied by the risk
weight of 100. The risk weighted value of the b#flance sheet items shall be calculated
as per the credit conversion factors of non-furitests as detailed under:-

Nature of Items credit conversion
factor (%)
i) Undisbursed amounts of Housing loans 50
sanctioned
i)  Financial & Other guarantees 100
iii)  Shares/ debentures underwriting obligations 05
iv)  Partly-paid shares/ debentures 100
V) Bills discounted/ rediscounted 100
vi) Lease contracts entered into but yet to be 100
executed
vii)  Other contingent liabilities (to be specified 50

Provided that in item (i) above, in thossases where no documents are executed,
no disbursement has taken place and in case safafiees in course of time and notice to
that effect is served on prospective borrower, ireshversion factor shall be taken as 0%
and in the case of partly disbursed housing loaeditcconversion factor shall be taken as
50%.

Note: Cash margins/ deposits shall be deductedréefoplying the conversion factor.
Restrictions on investment in real estate, exposute and engagement of brokers
31. (1) INVESTMENT IN LAND OR BUILDINGS

No housing finance company, shall invest in landooildings, except for its own use, an
amount exceeding twenty per cent of its capitatifun

Provided that such investment over and above tecept of its owned fund shall be made
only in residential units.

Note:

‘Capital fund’ means the aggregate of ‘tier-I caditand ‘tier-1l capital’.

Provided that the land or buildings acquired ins¢attion of its debts shall be disposed off
by the housing finance company within a periodhoéé years or within such a period as may
be extended by the National Housing Bank, from tia#e of such acquisition if the
investment in these assets together with such sasdetady held by the housing finance
company exceeds the above ceiling.

(2) EXPOSURE TO CAPITAL MARKET:
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(a) Limits on housing finance companies’ exposure to gital market

The aggregate exposure of a housing finance comipeting capital market in all forms (both
fund based and non-fund based) should not excegiedent of its net worth as on March
31 of the previous year. Within this overall cejjirdirect investment in shares, convertible
bonds / debentures, units of equity-oriented mufualds and all exposures to Venture
Capital Funds (VCFs) [both registered and unreggsfieof the housing finance company
should not exceed 20 per cent of its networth.

Net worth for the purpose of this sub-paragraphldi@omprise of Paid-up capital plus Free
Reserves including Share Premium but excluding Retian Reserves, plus Investment
Fluctuation Reserve and credit balance in Profitdss account, less debit balance in Profit
and Loss account, Accumulated Losses and Intangdsieets. No general or specific
provisions should be included in computation ofwetth. Infusion of capital through equity
shares, either through domestic issues or oveffteats after the published balance sheet
date, may also be taken into account for deterrmgirihre ceiling on exposure to capital
market. Housing Finance Company shall furnish ® Mational Housing Bank, statutory
auditor’s certificate on completion of the augméinta of capital before reckoning the same
for above purpose.

(b) Components of Capital Market Exposure

Capital market exposure of housing finance compahgll include both their direct
exposures and indirect exposures. The aggregatesesep (both fund and non-fund based) of
Housing Finance Company to capital markets inaatns shall include the following:

i) direct investment in equity shares, convertibéexds, convertible debentures and units
of equity-oriented mutual funds the corpus of whishnot exclusively invested in
corporate debt;

i) advances against shares/bonds/debentures har aecurities or on clean basis to
individuals for investment in shares (includingtiai Public Offers/Employees Stock
Options), convertible bonds, convertible debentuaes units of equity-oriented mutual
funds;

iii) advances for any other purposes where sharesonvertible bonds or convertible
debentures or units of equity oriented mutual fuamdstaken as primary security

iv) advances for any other purposes to the exdectired by the collateral security of shares
or convertible bonds or convertible debenturesnitswof equity oriented mutual funds,
i.e. where the primary security other than shaoesfertible bonds/convertible
debentures/units of equity oriented mutual fundssduot fully cover the advances;

v) secured and unsecured advances to stockbrakergyuarantees issued on behalf of
stockbrokers and market makers;

vi) loans sanctioned to corporates against therdgof shares / bonds/ debentures or other
securities or on clean basis for meeting promoteostribution to the equity of new
companies in anticipation of raising resources;

vii) bridge loans to companies against expectadgtgfows/issues;

viiiyunderwriting commitments taken up by the himgsfinance companies in respect of
primary issue of shares or convertible bonds owedible debentures or units of equity
oriented mutual funds;

ix) financing to stockbrokers for margin tradiragid

x) all exposures to Venture Capital Funds (botistered and unregisteredhese will be
deemed to be on par with equity and hence will dzkaned for compliance with the
capital market exposure ceilings (both direct amtirect).

(c) Items excluded from Capital Market Exposure

The following items shall be excluded from the aggte exposure ceiling of 40 per cent of
networth and direct investment exposure ceiling26f per cent of networth (wherever
applicable):

i) Investment of a housing finance company in osubsidiaries, joint ventures, and
investments in unlisted shares and convertible mtebes, convertible bonds issued by
institutions forming crucial financial infrastructu and other All India Financial
Institutions as detailed below. After listing, tlexposures in excess of the original
investment (i.e. prior to listing) shall form paftthe Capital Market Exposure.

1. National Securities Depository Ltd. (NSDL)

2. Central Depository Services (India) Ltd. (CDSL)

3. National Securities Clearing Corporation Ltd. (NSGC
4. National Stock Exchange (NSE)
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Clearing Corporation of India Ltd., (CCIL)

Credit Information Bureau of India Ltd. (CIBIL)

Multi Commodity Exchange Ltd. (MCX)

National Commodity and Derivatives Exchange LtdCDEX)
National Multi-Commaodity Exchange of India Ltd. (NBEIL)
10 National Collateral Management Services Ltd. (NCMSL

All India Financial Institutions

11. Industrial Finance Corporation of India, Ltd. (IBCI

12. Tourism Finance Corporation of India Ltd. (TFCI)

13. Risk Capital & Technology Finance Corporation LRCTC)
14. Technology Development & Information Co. of IndiadL(TDICI)
15. National Housing Bank (NHB)

16. Small Industries Bank of India (SIDBI)

17. National Bank for Agriculture & Rural DevelopmeMABARD)
18. Export Import Bank of India (EXIM Bank)

19. Industrial Investment Bank of India (11BI)

20. Life Insurance Corporation of India (LIC)

21. General Insurance Corporation of India (GIC)

©Co~NoOv

ii) Tier | and Tier Il debt instruments issued dther housing finance companies;

iii) Investment in Certificates of Deposit (CDs)ather housing finance companies;

iv) Preference Shares;

v) Non-convertible debentures and non-convertilneds;

vi) Units of Mutual Funds under schemes where thigus is invested exclusively in debt
instruments;

vii) Shares acquired by housing finance compansea eesult of conversion of debt/overdue
interest into equity under a Corporate Debt Resirugy (CDR) mechanism.

(d) Computation of exposure

For computing the exposure to the capital marke#s)s/advances sanctioned and guarantees
issued for capital market operations would be raekiowith reference to sanctioned limits or
outstanding, whichever is higher. Further, direeeistment of a housing finance company in
shares, convertible bonds, convertible debentundsunits of equity oriented mutual funds
shall be calculated at their cost price.

(3) ENGAGEMENT OF BROKERS

For engagement of brokers to deal in investmenstetions, the housing finance companies
should observe the following:

(a) Transactions should not be put through the dnsdlkaccounts. The brokerage on the
deal payable to the broker, if any (if the deal vweas through with the help of a
broker), should be clearly indicated on the notesforandum put up to the top
management seeking approval for putting through tilamsaction and separate
account of brokerage paid, broker-wise, should batained.

(b) If a deal is put through with the help of a keg the role of the broker should be
restricted to that of bringing the two partieshe tleal together.

(c) While negotiating the deal, the broker is nbtiged to disclose the identity of the
counterparty to the deal. On conclusion of the dde should disclose the
counterparty and his contract note should clearigicate the name of the
counterparty.

(d) On the basis of the contract note disclosirggrtame of the counterparty, settlement
of deals, viz. both fund settlement and delivergeturity should be directly between
the parties and the broker should have no roldapip the process.

(e) With the approval of their top managements, sy finance companies should
prepare a panel of approved authorized brokershwgtiould be reviewed annually or
more often if so warranted. Clear-cut criteria dticdae laid down for empanelment of
brokers, including verification of their creditwbmess, market reputation, etc. A
record of broker-wise details of deals put throwgtd brokerage paid, should be
maintained.

(f) A disproportionate part of the business shadtibe transacted through only one or a
few brokers. Housing finance companies should digragate contract limits for each
of the approved brokers. A limit of 5% of totalnsactions (both purchase and sales)
entered into by a housing finance company duringea should be treated as the
aggregate upper contract limit for each of the appd brokers. This limit should
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cover both, the business initiated by a housingrfoe company and the business
offered / brought to the housing finance companyabyproker. Housing finance
companies should ensure that the transactionseehiieto through individual brokers
during a year normally do not exceed this limit. wéwer, if for any reason it
becomes necessary to exceed the aggregate limanfobroker, the specific reasons
therefore should be recorded, in writing, by théhatity empowered to put through
the deals. Further, the board should be informethisf post facto. However, the
norm of 5% would not be applicable (i) to a housfimgance company whose total
transactions in a year do not exceed Rs.20 crasd; (i) to housing finance
companies’ dealings through Primary Dealers.

(g) The auditors who audit the treasury operatiginsuld scrutinise the business done
through brokers also and include it in their mopthéport to the Chief Executive
Officer of the housing finance company. Beside® Husiness put through any
individual broker or brokers in excess of the limiith the reasons therefor, should
be covered in the half-yearly review to the Boar®iectors

(h)Housing finance companies may undertake séesiriransactions through stock
brokers only on National Stock Exchange/Bombay ISt&xchange/ Over the
Counter Exchange of India.

Concentration of credit/ investment

32. (1) No housing finance company shall,-
(i) lend to-
(a) any single borrower exceeding fifteen percéitisoowned fund; and
(b) any single group of borrowers exceeding tweivg-percent of its owned
fund,;
(ii) investin-
(a) the shares of another company exceeding fifeecent of its owned fund;
(b) the shares of a single group of companies ekogdwenty-five percent of its
owned funds;
(i) lend and invest(loans/investments togethegeeding -
(a) twenty-five percent of its owned fund to a &ngarty; and
(b) forty percent of its owned fund to a single ypmf parties.
Provided that within the overall ceiling prescribadder Sub- paragraph (1),
investment of a housing finance company in the eshaf another housing
finance company shall not exceed ten per cent ef dquity capital of the
investee company.
(2) Where at the commencement of these provisions;
() the lending of a housing finance company igxcess of the ceiling prescribed under
sub-paragraph (1), such excess portion shall baghtodown by the housing finance
company as per the repayment schedule in due cande

(ii) the investment of a housing finance companynigxcess of the ceiling prescribed
under sub-paragraph (1), such excess portion beatlisposed of within a period not
exceeding three years or within such period as Ineagxtended by the National Housing
Bank.

Notes:

(1) For determining the above mentioned limits;lwmfance sheet exposures be converted in
to credit risk by applying the conversion factoxglained here in above.

(2) The investment in debentures for the above gmepbe treated as credit and not
investment.

(3) The above ceilings on credit/investments shallapplicable to the own group of the
housing finance company as well as to the otheuguod borrowers/ investee companies.

(4) "Shares" shall mean and include investmentiious instruments such as Equity Shares,
Preference Shares eligible for capital status, &libated Debt Instruments, Hybrid Debt
Capital Instruments and any other instruments aggar@s in the nature of capital.

(5) Investment of a housing finance company inshares of its subsidiaries, companies in
the same group and other housing finance compai¢be extent of ten per cent of its
owned fund, shall carry a risk weight of 100% asspribed at item (2) (e) of 'Weighted
Risk Assets- on balance sheet items under 'Exptatiato Paragraph 30 of these
directions. Such investment in excess of ten pet gkits owned fund shall continue to
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be deducted from the net owned fund of the houBimance company as prescribed at
item.(I) of 'Explanation’ to Section 29A of thetid@mal Housing Bank Act, 1987.

CHAPTER IV - DIRECTIONS TO AUDITORS
Auditor’s report to contain specified matters

33. In addition to the report made by the auditoremsection 227 of the Companies Act,
1956 (1 of 1956) on the accounts of a housing firacompany after the commencement of
these Directions, the auditor shall make a refothé¢ Board of Directors of the company on
the matters specified in paragraphs 34 and 35 helow

Matters to be included in the auditor’s report

34. The auditor’'s report on the accounts of a houdingnce company shall include a
statement on the following matters, namely :-

(i) where the housing finance company was incoreardefore 12 June, 2000 -whether it
has applied for registration as required underi@e@9A of the National Housing Bank Act,
1987 and whether it has received any communicdtimm NHB about grant or refusal of
certificate of registration to it;

(i) where the housing finance company was incoapet on or after 1% June, 2000 -
whether it has obtained a certificate of registrafrom National Housing Bank;

(iii) whether the housing finance company has camplith the liquidity requirements as
specified under Section 29B of the National Houddagk Act, 1987 and kept the securities
with the designated bank;

(iv) whether the housing finance company has cagdplvith Section 29C of the National
Housing Bank Act, 1987;

(v) whether the housing finance company has compléth the provisions of these
Directions;

(vi) whether the capital adequacy ratio as disdose the return submitted to National
Housing Bank has been correctly determined and hvelnetuch ratio is in compliance with
the minimum capital to risk weighted asset ratipascribed by the National Housing Bank
in these Directions,

(vii) where the housing finance company is accgptimlding public deposits - whether
(a) public deposits accepted by the housing fin@acepany are within admissible limits;

(b) total borrowings of the housing finance compamy deposits inclusive of public
deposits together with the amounts referred taibrdauses (iii) to (vii) of sub-section
(bb) of Section 45 | of the Reserve Bank of Indiat,A1934 and loans or other
assistance from the National Housing Bank are withie limit prescribed in these
Directions;

(c) the deposits in excess of the admissible Imeid by the housing finance company
have been regularised in the manner stipulateddiiphil Housing Bank;

(d) the credit rating for deposits i.e erftion the rating) assigned by the credit
rating agency viz., (name of the@geon (the date) is
in force and the aggregate amount of deposits andstg as at any point during the
year has exceeded the limit specified by the radiency;

(e) the housing finance company has defaulted yingato its depositors the interest
and/or principal amounts of deposits after suchradt and/or principal became due;

(f in case of opening of new branches or offices dcceptance of public deposits or
closure of branches or offices, the housing finacompany has complied with the
relevant provisions of these Directions.

(viii) where the housing finance company is notegating/ holding public deposits - whether

(a) the Board of Directors has passed a resoluimnnon-acceptance of any public
deposits;

(b) the company has accepted any public depositsgithe relevant period/ year;
(c) the company has complied with prudential norms.

Reasons to be stated for unfavourable or qualifiedtatement

35. Where, in the auditor’s report, the statementréing any of the items referred to in
paragraph 34 above is unfavourable or qualified, dditor's report shall also state the
reasons for such unfavourable or qualified statepsesnthe case may be. Where the auditor is



24

unable to express any opinion on any of the iteefsrred to in paragraph 34 above, the
auditor’s report shall indicate such fact togethih reasons therefor.

Obligation of auditor to report to the National Housing Bank

36. Where, in the case of a housing finance comptrg/,statement regarding any of the
items referred to in paragraph 34 above is unfaalgleror qualified or in the opinion of the
auditor the company has not complied with the pmiovis of these Directions or the
provisions of chapter V of the National Housing Bact, 1987, it shall be the obligation of
the auditor to make a report containing the detaflssuch unfavourable or qualified
statements and/or about the non-compliance, asate may be, in respect of the company to
head office of the National Housing Bank at Newhbel

CHAPTER V - MISCELLANEOUS
Opening of Branches

37. A housing finance company shall, before opening adrar an office, inform National
Housing Bank in writing of its intention to opereanch or an office.

Loans against HFC’s own shares prohibited
38. (1) No housing finance company shall lend agatasiwn shares.

(2) Any outstanding loan granted by a housingroecompany against its own shares on
the date of commencement of these directions $mliecovered by the housing finance
company as per the repayment schedule.

HFC failing to repay public deposit prohibited from making loans and investments

39. A housing finance company which has failed tcagepny public deposit or part thereof
in accordance with the terms and conditions of sleposit, as provided in section 36A(1) of
the National Housing Bank Act, 1987, shall not grany loan or other credit facility by
whatever name called or make any investment ote@@ay other asset as long as the default
exists.

Constitution of Audit Committee

40. A housing finance company having assets of ®scrore and above as per its last
audited balance sheet shall constitute an Audit @iti@e consisting of not less than three
non-executive Directors of the Board.

Explanation

The Audit Committee constituted under this paralrsipall have the same powers, functions
and duties as laid down in section 292A of the Canmgs Act, 1956 (1 of 1956).

Accounting year

41. Every housing finance company shall prepare #@krre sheet and profit and loss
account as on March 31 every year with effect ftbemaccounting year ending on March 31,
2002:

Provided that if the accounting year of any houdingnce company ends on any date other
than March 31, 2002, such housing finance comphalf prepare its balance sheet and profit
and loss account for any fraction of the year egpdin March 31, 2002.

Copies of balance sheet and accounts together withe Directors’ report to be furnished
to the National Housing Bank.

42. Every housing finance company shall deliver to iaional Housing Bank an audited
balance sheet as on the last date of each finayedaland audited profit and loss account in
respect of that year as passed by the housingcenaompany in General Meeting together
with a copy of the report of the Board of Directta&l before the housing finance company
in such meeting in terms of Section 217(1) of tlenPanies Act, 1956 (1 of 1956) within 15
days of such meeting as also a copy of the reputttlae notes on accounts furnished by its
Auditors.

Auditor’s Certificate

43. Every housing finance company holding/acceptingliputbeposits shall furnish to the
National Housing Bank, along with the copy of theliteed balance sheet as provided under
paragraph 42, a copy of the auditor’s report toBbard of Directors and a certificate from
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its auditors to the effect that the full amountliabilities to the depositors of the company
including interest payable thereon are properlieotéd in the balance sheet and that the

company is in a position to meet the amount of diaddilities to the depositors.
Returns to be submitted to the National Housing Bak

44. (1) Without prejudice to the provisions of paradra?, every housing finance company
shall submit to the National Housing Bank :

(i) an annual return furnishing the information gfied in Schedule | to these Directions
with reference to its position as on®3March every year and a half yearly return
furnishing the information specified in Scheduledlthese Directions with reference
to its position as on 30September and $March every year

(ii) further, housing finance companies acceptinffiimg public deposits, housing finance
companies not accepting/holding public depositsHauing an asset size of Rs. 100
crores and more, shall submit to the National HogisBank a quarterly return
furnishing the information specified in Schedulewvith reference to its position as at
the end of every calendar quarter.

(2) (i) Every housing finance company shall, witline month from the commencement of
business, deliver to the National Housing Bankyigten statement containing a list of —

(a) the names and official designations of itegpal officers;

(b) the complete postal address, telephone numhadsax number/s of the registered/
corporate office;

(c) the names and office address of the auditittssocompany;

(d) the names and the residential addresses oflileetors of the housing finance
company; and

(e) the specimen signatures of the officers auskdrito sign on behalf of the housing
finance company, returns specified in sub-parag(aph

(i) any change in the list referred to in claugeof this sub-paragraph shall be intimated to
the National Housing Bank within one month from tleeurrence of such change.

Balance-sheet, returns, etc. to be submitted to theffice of National Housing Bank at
New Delhi

45. Any balance sheets, returns or information requicetde submitted or furnished to the
National Housing Bank in pursuance of these Dicextishall be submitted or furnished to
the office of National Housing Bank at New Delhi.

Exemptions

46. The National Housing Bank may, if it considersécassary for avoiding any hardship or
for any other just and sufficient reason, graneesions of time to comply with or exempt
any housing finance company or class of housingnfie companies, from all or any of the
provisions of these Directions either generallyfar any specified period subject to such
conditions as the National Housing Bank may impose.

Interpretations

47. For the purpose of giving effect to the provisiomisthese directions, the National

Housing Bank may, if it considers necessary, isgeessary clarifications in respect of any
matter covered herein and the interpretation off@ayision of these directions given by the
National Housing Bank shall be final and bindingadinthe parties concerned.
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Saving of action taken or that may be taken for camavention of the Housing Finance
Companies (NHB) Directions, 2001

48. It is hereby clarified that the supersession of t@ising Finance Companies (NHB)
Directions, 2001, as amended from time to timell sttt in any way affect:
(i) any right, obligation or liability acquiredccrued or incurred thereunder;

(i) any penalty, forfeiture, or punishment inceglr in respect of any contravention
committed thereunder;

(i) any investigation, legal proceeding or remeadyrespect of any such right, privilege,
obligation, liability, penalty, forfeiture or puriment as aforesaid;

and any such investigation, legal proceedings aredyy may be instituted, continued, or
enforced and any such penalty, forfeiture or punisht may be imposed as if those
Directions had not been superseded.

(S.Sridhar)
Chairman and Managing Director



